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On June 8, the Japanese automotive company Toyota signed an agreement to set up an assembly
plant in Argentina to manufacture pick-up trucks for sale on the domestic market and for export
to neighboring countries in South America. Also in early June the US retail company Walmart
announced plans to open stores in Argentina, and eventually in Brazil, marking that company's first
effort to establish operations in South America. In 1993, Latin America became the fastest growing
market in the world for automobiles. Just in the first six months of that year, foreign companies sold
a total of 1.3 million cars and trucks throughout the region, representing a 32% increase over the
same time period in 1992.
Of the South American countries, Argentina now represents one of the most dynamic markets
for foreign cars and trucks. In the first nine months of 1993, total automobile sales in Argentina
increased by a whopping 165% over the same time period in 1992, with sales in the last quarter of
the year reaching a record monthly total of 40,000 vehicles. Consequently, many foreign companies
are now beginning to either set up new operations in Argentina, or expand existing factories, in
order to take advantage of the growing domestic and regional market.
At the end of 1993, for example, US-based General Motors (GM) and Japan's Mazda Motor Corp.
announced plans to set up production plants in Argentina to assemble vehicles for the domestic
market, as well as for export to Argentina's three trade partners in the Southern Cone Common
Market (MERCOSUR), Brazil, Uruguay, and Paraguay. Thus, Toyota's decision on June 8 to set up
its first plant in Argentina marks the third foreign automobile company to open operations there
since 1993. Toyota will form a joint venture with Argentina's Decaroli S.A., and each company will
own 50% of stock in the new joint firm. The partners will invest an initial US$150 million to construct
a high-tech factory to produce Toyota's Hilux model pick-up trucks. By year-end 1996, the plant is
scheduled to produce at least 20,000 vehicles annually and employ 800 workers, who will be given
special training courses to operate the plant's modern equipment.
Of the total automobiles produced, 60% will be for export to other MERCOSUR countries and the
remainder for sale on the domestic market. "Toyota's interest in investing here represents a special
distinction for us," said President Carlos Menem, who signed the license authorizing Toyota's
investment plans. "It demonstrates that Argentina is a credible and trustworthy nation for foreign
investment." When the Toyota plant comes on line, it should contribute noticeably to Argentina's
automobile output. Indeed, the establishment of GM and Mazda operations in Argentina last year
has already led to a substantial increase in the production and export of automobiles. In the first five
months of 1994, the country exported a total of 12,562 vehicles to neighboring countries, a 91% jump
over the same period in 1993, when Argentina exported 6,567 vehicles, according to the Automobile
Industry Association (Asociacion de Fabricas de Autmotores, ADEFA). ADEFA also reports that in
May, total domestic production of vehicles was 23.3% higher than in the same month in 1993.
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Meanwhile, in a separate business development, the US retail company Walmart announced plans
on June 3 to open a department store in Buenos Aires in early 1995, marking that company's first
effort to establish operations in South America. Walmart, which is one of the largest US discount
store chains, operates a total of 2,136 retail and 430 wholesale outlets. The company reported US
$67.3 billion in sales in 1993, with US$2.3 billion in net profits. So far in Latin America, Walmart
has only set up stores in Mexico, where it operates three retail outlets, the latest of which opened
in Monterrey on June 1 of this year (for background on Walmart's operations in Mexico, see
SourceMex - Economic News on Mexico, 06/15/94). According to Walmart spokespersons, the
company's entrance into Argentina will be followed soon after with an expansion of operations to
neighboring countries in South America, beginning with Brazil. By year-end 1995, Walmart plans to
open outlets in Sao Paulo as a joint venture with the Brazilian supermarket chain Lojas Americanas.
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